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Several factors explain the backward state of Nigeria's agriculture.
Among the most critical are those associated with finance.^
If the agriculture sector were performing efficiently, itwould be
able to satisfy most, if not all, of the food requirements of the
country; supply the bulk of the agricultural raw materials needed by
the manufacturing sector; provide adequate income to the farmers; and
earn substantial foreign exchange for the country as a whole. A look
at Nigerian agriculture shows that the performance of the agricultural
sector during the past two decades has fallen short of the above
expectation.
Private investment in the agricultural production has been more or
less insignificant. It is estimated that foreign investment in agricul-
2
ture is less than five percent. The federal government has recently
taken some steps to encourage the flow of foreign investment into the
agricultural sector. For example, integrated agricultural production
and processing, as well as plantation agriculture, have been transferred
from Schedule II and Schedule III of the Nigerian Enterprises Promotion
3
Act, which would enable foreign partners to enjoy sixty percent
^Bullion News from Agricultural Finance Department, Central Bank
of Nigeria, October/December 1981, p. 8.
^Ibid., p. 9.
^Fourth National Development Plan 1981-85, Vol. 1, 1981-85, pp. 84-85.
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ownership in such enterprises and, thereby, induce greater foreign
participation in such agricultural projects. In addition, the government
has introduced investment and capital allowances at an estimated thirty
percent in respect of capital expenditure on plant and equipment incurred
on agricultural production.^ The government has also permitted companies
engaging in agriculture to indefinitely carry forward any losses incurred
and to write them off against future profits. This contrasts with the
earlier regulation which allowed each loss to be carried forward for only
four years after the pioneer period.
Public foreign investment in agriculture is a meager two percent.
It is generally in the form of loans, grants and technical assistance
from foreign governments and international financial institutions.
Government uses its influence with foreign governments and institutions
to obtain these various forms of assistance. One of the most notable
forms of foreign assistance for agricultural development in Nigeria is
the financial and technical assistance rendered by foreign governments
and institutions in the joint management of agricultural projects with
various levels of government in the country.
Nigeria's climate permits the raising of wide variety of crops.
The amount of rainfall and the length of the rainy season have a direct
bearing on the production patterns. In the South the moist forest zone
and derived savanna generally have abundant rainfall and a relatively
short dry season. Root crops, including cassava, yams, cocoyam and
sweet potatoes, are the main staples of the areas. Tree crops such as
^Ibid., p. 10.
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cocoa, oil palm, and rubber are the area's principal commercial crops.
In the North, the entire region has a long dry season that varies from
five to seven months during which less than twenty-five millimeters of
rain is received. The principal staples are millet, a drought-resistant
variety of sorghum (known to West Africa as guinea corn), and cowpeas.
Some maize is also cultivated and rice is suitable in low-land areas.
The North's chief commercial crops have been cotton and groundnuts.
Table 1 shows the estimated production of principal food and
commercial crops, 1977 to 1980. Both commercial and principal food
production is on the decline. The reason why the sector is declining
is due to the government's attitude towards loans and incentives to the
sector. For example, from 1977 to 1980 the federal government's budget
was $800 million, with less than two percent of this amount going to
agriculture, as compared to the 1960s' budget when the share of agricul¬
ture was sixty percent of the total federal government budget. In the
1960s, the impact of federal government on agriculture was very strong
because agriculture was the mainstay of Nigerian economy. In the mid
1970s, oil revenues had become the major source of government recurrent
income (between seventy and eighty percent annually) and principal
source of government funding for the country's development plan.^
Agriculture accounted for approximately seventy percent of the total
gross national product from 1960 to 1970, and the vast majority of the
^Harold Nelson, Nigeria a Country Study, Foreign Area Studies
(Washington, D. C.: The American University, 1981), pp. 143-168.
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TABLE 1
ESTIMATED PRODUCTION OF PRINCIPAL FOOD AND
COMMERCIAL CROPS, 1977-80
(In Thousands of Tons)
1977 1978 1979 1980
Food Crops
Mi11et 2,950 2,000 1,580 1,500
Guinea Corn (sorghum) 3,400 3,000 2,800 1,750
Maize 1,400 1,250 1,170 1,110
Rice (paddy) 1,030 902 827 647
Beans 500 480 450 365
Yams 18,000 17,500 15,500 12,750
Cassava 14,000 12,010 11,500 10,000
Cocoyam (taro) 17,000 1,711 1,050 1,500
Bananas and Plantains 1,400 1,201 1,170 1,000
Commercial Crops
Cocoa Beans 205 170 185 145
Palm Oil 510 500 470 400
Palm Kernels 840 320 300 250
Rubber 66 60 45 30
Cotton 40 37 36 30
Groundnuts 50 50 40 22
Benniseed (sesame) 6 5 3 1
Tobacco 12 14 8 4
Sugar (raw) 37 34 25 20
SOURCE: Based on information from Nigeria, Federal Office of
Statistics, Annual Abstract of Statistics, 1969, Lagos,
n.d., pp. 91-93; Central Bank of Nigeria, Annual Report
and Statement of Accounts for the Year Ended 31st
December, 1976, n.p., n.d., p. 75; and Central Bank of
Nigeria, Annual Report and Statement of Accounts for the
Year Ended 31st December, 1979, n.p., n.d., p. 73.
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population was engaged in agricultural pursuit. Agricultural commodities
accounted for an estimated ninety percent of export products from 1960
to 1969. By 1980, these proportions had been altered by the increasing
contributions of manufacturing, industry, and other economic sectors.
The estimated GDP share of agriculture in 1980 was less than
twenty percent and agricultural exports accounted for only five percent
of total exports. Table 2 shows the principal commodity export by
volume and value selected from 1965 to 1979. The table indicates that
the output of agriculture declined, while that of oil increased
The reason might be due to the shift in export shares from agriculture
to other nonagricultural industries, e.g. oil industry. As Ade puts it,
the decline in agriculture has resulted in the country's spending an
increasing proportion of its foreign exchange earnings on food imports
and raw materials, which often have been produced in the country.^
Agriculture, from 1960 to present, has retained its basic importance
as supplier of most of the country's food, and an estimated seventy to
seventy-five percent of the Nigerian people continued to depend on it
for their livelihood. It is also estimated that the gainfully employed
work force in agriculture consists of at least seventy percent of the
population in the sixties and seventies.
The government guaranteed minimum prices for grains and pulses are
not designed to influence pricing substantially until the market has
been saturated with grains. The real problem with pricing has to do
with the food import policies of the federal government. While the
^Odo Ade, "The Nigerian Financial System," Bangor Occasional Papers
in Economics, No. 7 (Bangor: University of Wales Press, 1976).
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TABLE 2
PRINCIPAL COMMODITY EXPORTS BY VOLUME AND VALUE, SELECTED YEARS 1965-79
(In Thousands of Tons and Millions of Naire)l
Commodity 1965 1969 1974 1976 1977 1978 19792
Quantity
Cocoa 259.1 173.7 194.0 228.0 167.5 191.7 217.8
Palm Kernels 422.7 178.8 185.6 272.0 186.0 56.8 50.9
Palm Oil 152.4 8.1 -- 3.3 0 3.2 0
Groundnuts 520.2 520.2 30.3 1.6 0 0 0.8
Groundnut Oil 92.5 100.6 23.5 0 0 0 0
Groundnut Cake 114.8 170.7 30.4 28.7 8.4 0 0
Rubber 69.0 57.3 61.3 44.3 27.7 30.9 34.2
Cotton 13.7 14.0 0 0 9.2 0 0
Hides and Skins ^ 5.8 4.9 5.3 2.1 2.0 1.1 0.7
Timber (logs and lumber)'’ 528.8 313.0 289.7 28.7 11.9 —
Petroleum'^ 13.2 27.0 96.4 95.9 112.2 82.9 110.3
Tin (metal) 11.0 10.0 5.8 3.4 1.7 1.3 1.5
Value
Cocoa 85.4 105.2 159.0 218.9 311.1 379.9 432.2
Palm Kernels 53.1 19.5 43.7 27.2 32.6 12.7 11.8
Palm Oil 27.2 0.9 __ 0.5 0 0 0
Groundnuts 75.6 71.6 6.8 0.2 0 0 0
Groundnut Oil 20.0 21.8 11.4 0 0 0 0
Groundnut Cake 10.5 10.0 4.8 3.4 1.0 0 0
Rubber 22.0 19.3 33.2 14.3 11.1 12.6 13.0
Cotton 6.6 6.7 0 0 10.1 4.2 2.8
Hides and Skins 5.6 5.5 10.6 6.8 5.7 3.8 2.6
Timber (logs and lumber) 12.5 8.2 11.2. 0.9 0.5^ --
Petroleum 136.2 272.0 5.4^ 6.35 7.i5 5.4^ 10.25
Tin (metal) 29.8 27.8 26.4 15.5 13.3 9.4 10.8
--Negligible, 0-None, Ipor value of naira— see Glossary
7 3
Provisional, In Thousand cubic meters., ^In
million tons, 5in billion naira.
SOURCE: Based on information from Nigeria, Federal Office of Statistics, ,Annual Abstract of Statistics
1969, Lagos, n.d.. PP. 91-93; Central Bank of Nigeria, Annual Report and Statement of Accounts
for the Year Ended 31st December, 1976, n.p.. n.d., p. 75; and Central Bank of Nigeria, Annual
Report and Statement of Accounts for the Year Ended 31st December , 1979, n. p., n.d., p. 73.
-7-
government tries to encourage local production, it at the same time
permits large quantities of rice, maize and frozen chicken to be
imported. For example, the variety of rice recommended by the
extension service to be imported into the country is BG79, a variety
developed at the rice station at Badeggi.^ This variety is equivalent
to Uncle Ben. The variety is highly rated as compared with the
quality the businessmen have brought into the country. Most rice
brought into the country is very low in quality. Some of it was
declared unfit for human consumption by the Federal Food and Drug
Administration. Tables 3 and 4 show estimated local food production
by volume, price, and selected commodity, imported by volume and
prices for selected years. This include wheat, chicken, maize and
frozen foods. When comparing the quality of Badeggi against the
imported variety, the locally produced products are higher than those
of imported products in terms of quality and prices.
Most of the labor on the farm in the country was once performed
by family members. While women have participated in farm activities
in non-moslem areas in Nigeria, they seldom do in moselm areas. Most
of the migration in moslem areas of the country are men. Women are
not allowed to move about unless they are married because of their
religious belief. This v;as a result of migration of abled-bodied men
who left the rural areas in search for jobs in the modern sectors.
This created a decline in the agricultural sector. Children are used
^B. W. Hodder, Economic Development in the Tropics, third edition,




SELECTED COMMODITY IMPORTED BY VOLUME
AND PRICES, SELECTED YEARS 1979-80
(in Thousands of Tons and in Naira
1977 1978 1979 1980
Rice 18,000 19,750 22,000 24,531
Frozen Chickens 10,000 11,756 13,010 16,107
Maize 15,000 18,810 18,000 17,000
Wheat 14,721 15,000 16,172 16,000
Prices of Lbs. in Naira
Rice N2.50k N2.50 N3 N3.25k
Frozen Chickens N2.30k N3 N5 N7
Mai ze N1.75 N1.85 N2 N2.20
Wheat N1.50k N2.50 N3 N3.50
^For Prices in Naira,
Source: Based on information from agricultural research and extension
services Umudike 1979. Prices from a market survey of selected
imported and local produced items, 1979.
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TABLE 4
ESTIMATED PRODUCTION OF LOCAL FOODS PRODUCED
BY VOLUME AND PRICES, SELECTED YEARS 1977-80
(in Thousands of Tons and Prices in Naira)1
1977 1978 1979 1980
Rice 1,030 902 827 646
Chickens 7,000 6,750 8,000 9,082
Maize 1,400 1,250 1,170 1,100
Wheat 1,200 1,120 1,001 950
Prices of Lbs. in Naira
Rice N2.65k N.75k N3.50k N3.75k
Chicken N3 N3.75k N6.20k N9
Maize N2 N2.50k N3 N3.75
Wheat N2.10 N2.95 N3.50k N4.00
^For Prices in Naira.
Source: Based on information from agricultural research and extension
services Umudike 1979. Prices from a market survey of
selected imported and local produced items, 1979.
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to replace able-bodied farmers in the rural areas, but due to the
implementation of university primary education programs, their
contribution has diminished. Table 5 shows an increase in primary
school enrollment. The increase in enrollment from 638,142 to
1,164,742 amounts to an annual increase of 13.4 percent. The decrease
in the use of children in farm labor is correlated with the increase
in primary school enrollment. Even though the table provides data
only for one state, the trend is known to be universal. This has
created a labor scarcity in peasant agriculture in Nigeria.
Until recently, agricultural education was inadequate. Now,
however, the federal government has realized that agricultural
education is an investment and an important instrument for change.
This derives from the fact that any fundamental change in the
intellectual and socioeconomic outlook of any society is usually
preceded by an educational revolution. This explains why
agricultural education has continued to be accorded very high
priority in the sectoral allocation of resources in the endeavor
to achieve accelerated agricultural transformation. Nigeria is aware
of the importance of agricultural education in evaluating the economic
and social life of the people. In most rural areas it is so
pronounced among the people that the average man on the street
recognized that agriculture should be given a priority over other areas.
Evidently, there are numerous problems confronting agriculture in
Nigeria. However, this study will focus on two major problems:
(1) capital problems and (2) lack of agricultural education.
-11-
TABLE 5
STATISTICS OF ENROLLMENT, NUMBER OF SCHOOLS AND




Schools Enrollment Actual Expected Deficiency
1975-76 1,739 638,142 14,020 18,233 4,213
1976-77 1,636 873,836 14,827 24,967 10,140
1977-78 1,914 899,778 17,931 25,708 7,777
1978-79 1,926 957,395 18,240 27,354 9,114
1979-80 1,955 1,055,926 21,407 30,171 8,764
1980-81 1,994 1,164,742 22,051 33,278 11,227
Source: Anambra State National Development Plan, 1981-85, p. 115.
Problem
This study seeks to investigate some issues in agricultural
development in Nigeria, emphasizing the problems of capital avail¬
ability and education. Even though there are several other problems
that could be addressed, the selected issues rank as the most crucial
in the country today.
CHAPTER II
LITERATURE REVIEW
Most of the literature do not directly estimate the impact of
agricultural education and credit on total agricultural output. However,
the literature review will give the reader an insight into what we
intend to estimate.
Landrel1-Mil 1s (1976) studied a training and visiting system of
agricultural extension. This system was first used by The World Bank in
India in early 1970, followed the field trial in a project in Turkey
Landrel1-MilIs used a simple survey of about five hundred to twelve
hundred farms in India. The author suggested that extension workers
provide farmers with information which depends on close contacts between
farm families, extension workers, researchers and administrators.
According to the author, the results are hard to quantify, but some direct
effects of the system on production are evident. For example, as a
result of extension and training, the planting of oil seed and pulses
increased from 1.5 million hectares in 1977 to 2.3 million in 1980. In
Rajasthan, the yield of wheat increased from .2 million tons to 8 million
tons and cotton from .1 million tons to 3 million tons. Seed treatmeent
and fertilizer application increased from .1 million tons to .5 million
tons. The above was achieved by training, constant supervision and moni¬
toring of extension research in the field with inputs supply and credit.
Q
Landrel1-MilIs concludes that with extensive training and constant
^Joslin Landrell-Mills, "The World Bank Training and Visiting
System," Financial Development 5 (July 1976).
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supervision of workers for at least three to four days per week, village
groups will organize to manage inputs supplies and also manage their
credit effectively.
Baum (1976) analyzed the impact of agricultural credit on small
farmers. The author used a simple survey of five hundred farmers in
Q
twelve states in India. Baum looked at credit as a catalyst for
selective purposes such as to encourage diversification into a particular
crop or to promote the adoption of a given technology such as the use
of irrigation pumps.
The objective of the article was to determine whether accessibility
will be an effective way of meeting the needs of small farmers.
Consequently, it is desirable for the staff of credit institutions to
go to the villages to meetings of small, informal groups or even to
individual farms to make necessary contacts.
The results of the survey indicated that about eighty percent of
the farmers agreed that accessibility to credit and extension was a
major constraint. The bank organized extension services to ensure
that information and regular access to farmers were ensured. Further¬
more, the survey shows that, as a result of extension services, farm
inputs such as tractors increased from one to twenty and the areas
planted increased from .5 million hectares to 1.2 million hectares.
The article concluded with the growth of existing financial
institutions at the village level, with supervision and training of
9
Warren C. Baum, Agricultural Credit to the Small Farmers' Finance
and Development (Princeton, New Jersey: Princeton University Press-, 1976.
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extension workers. An increase in the amount available for rural credit
will promote economic growth and development.
Tuckman's study (1970) examined the distributive impact of education
and income on the green revolution in the Mexican agricultural sector.
The method the author used was a survey of three regions: 1) Pacific
North, 2) Pacific South, and 3) Central Regions. The author's hypothesis
is that education and income effects of the green revolution have not
been evenly distributed within the agricultural sector.
The survey indicated that the impact of education and income among
these regions were different in terms of adoption of modern technology.
According to the survey, the Pacific North has higher per capita income,
trained personnel, large scale and privately-owned commercial ventures
than the South and Central Regions. This was because of their promixity
to the United States. In distribution of inputs and credit among the
three regions, the article shows they are higher in the North Pacific
than in the South and Central Regions. The justification is that a
high percentage of the Pacific North has a larger number of entrepreneurs.
For example, in the North Pacific, the number of tractors per 1,000
hectares of cropland averages 4.2, while in the South and Central Regions
there is less than one tractor per 1,000 hectares of cropland.
In his conclusion, the author states that a comparison of education
and income distributions for two years suggests that the percentage
changes in the upper income and education bracket for the Pacific North,
where technology has had the greatest effects, are substantially larger
than those regions where it had little effect,A greater proportion of
Tuckman, "The Green Revolution and Distribution on Agricultural
Income," Mexico World Development (Great Britain: Pergamon Press, 1976).
-15-
the North Pacific farmers entered the middle, and especially the upper
middle bracket in the region, using green revolution technology in the
Pacific South and Central Regions.
Kamaju and Baker (1976) undertook the analysis of Cameroon's
government credit program. A linear regression model was used, with
data from a survey of three hundred farmers in Cameroon. The objective
of the article was that farmers are assumed to maximize the cash flow
and the value of cash and credit held in reserve. The survey shows
that the Cameroon's government disburses its funds in cash rather than
in kind, which allows that producer to make choices among input mixes
for his production process. Increases in government credit limits
affect the production organization found optimal under specification
of model. If the government increases loan limits by thirty percent,
the agricultural producers cease to borrow from moneylenders. The
increase in the government limits will considerably reduce the amount
of cash held in reserve by government for production activities. The
article also specified that interest rate increase by government to
small farmers from six percent to thirty-six percent reduces cocoa
production and fertilizer intensity in plantain production by 0.87
hectares, and reduces the application of high fertilizer in plantain
production by 0.13 tons.^^ The author concluded that relaxing restrictions
on the use of government loans proceeds is beneficial in terms of output
and income. Liquidity needs force the farmer to reserve large amounts
Kamajou and C. Baker, "Cameroon Credit Development to Small
Farmers," American Agricultural Economy 4 (February 1976):709-717.
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of cash and credit in anticipation of adverse conditions. Policy
encourages loans in cash since it helps to improve small farmers'
production capabilities.
Valdes (1965) undertook a study on the impact of wages and schooling
of agricultural workers in Chile using a linear model. The data used
was from the Chilean census of agricultural, 1965-1967, on Proyecto and
and Aerofotogrametrico, two provinces containing 1,115 farms and 328
12
workers. The five groups of agricultural workers are voluntario, two
years; inquilino, two and a half years of school; specialist, four
years of school; personal viligancia, two years; and administrator, one
year. The analysis measures the impact of educational differences
between agricultural workers on their wages. According to the results
of the analysis, the educational differences corresponded to differences
in income levels. Given the educational differences among occupations
and corresponding wage differences, half of the difference in income
between the specialist, personal viligancia, inquilino and voluntario
on one hand, and administrators on the other hand, can be explained by
educational level. In the case of income, the specialist appears to
earn more than the rest of the agricultural workers. The regression
also shows that administrators received less wages because of the number
of years in school. The data leave little room for doubt that educational
level is important in understanding wage income and hence productivity
^^A. Valdes, "Wages and Schooling of Agricultural Workers in Chile,"
Economic Development and Cultural Change 6 (October 1965):313-328.
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differences of sample workers in the two Chilean provinces studied.
The author concluded that higher educational levels can improve income
levels of agricultural workers and, hence, productivity.
Asabia (1982) undertook an analysis of agricultural finance in
Nigeria. The author surveyed ten commercial institutions in the
country. The article looked at the contributions of commercial
institutions to the agricultural sector. The analysis covered two
decades, the 1960s and 1970s.
In the sixties, the contribution of the agricultural sector to
the GDP was estimated at sixty-four percent, while mining and manufac¬
turing were 1.2 percent and 4.8 percent respectively, and oil twenty-five
13
percent. In 1960, about thirty percent of the national budget went
to agriculture because agriculture was the mainstay of the economy.
In 1970, government loans and advances to agriculture fell to two
percent of the national budget. This decrease in loans created a big
reduction in agricultural output.
The reason commercial banks did not participate in agricultural
finance was lack of federal loans guaranteed to the commercial banks
in case of default. Most farmers look at loans as a gift, not as a
loan that will be paid back. The federal agricultural policy is
inconsistent. One such practice is that the government attempts to
encourage local production at the same time it does not encourage the
local banks and other financial institutions to give loans and advances
1 ?
S. Asabia, "Problem and Prospect of Agricultural Finance,"
Bullion News from Central Bank of Nigeria, 1982, pp. 26-30.
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to local farmers.
The author concludes that, as long as this government policy
continues, the agricultural sector will continue its decline. The only
way it can change will be to encourage the local financial institutions
to give loans to agricultural sector and to encourage banks and farmers
to work hand in hand as a group for increase in output.
Nwankwo (1980) studied agricultural finance and strategy in the
eighties, a project promoted by the Conference on International Develop¬
ment Strategy held by the United Nations. The conference resolved that
"hunger and malnutrition must be eliminated as soon as possible and
14
certainly by the end of the century. This indicates the renewed
importance and attention agriculture has attracted from the international
community. The objective of the article is centered on the category of
farmers the government should engage for agricultural output. A survey
of three categories of farmers was conducted; 1) the traditional
farmers; 2) the middle class farmers; and 3) the corporate farmers in
the country.
1) Traditional farmer: Is one who is illiterate and his only
intented goal is to farm for self-sufficiency. He does not
understand the process of obtaining loans from the government.
2) Middle class farmer; Is one who is a retired civil serviceman.
He is well educated and can understand loans procedures.
3) Corporate farmer; Is the farmer in statutory coporation who
Nwankwo, "Agricultural Finance Policy and Strategy in the
80's," Bullion News from Central Bank of Nigeria, 1981, pp. 8-14.
-19-
looks at farming as a big business.
The middle class farmer, one who appears to have increased in
numbers in recent years in Nigeria, is one who made his success or
career elsewhere and has retired to farm. He is educated, has greater
access to farm credit and can apply modern farming techniques. Nwankwo
concludes that the government policy should be directed to middle
class farmers rather than traditional farmers because this group is
educated and can understand the process of obtaining loans.
The corporate farmer is one with an inanimate legal personality.
In Nigeria today, the corporate farmer is either a statutory corporation
or a subsidiary of a government agency. The corporate farmer is still a
thing to come in Nigeria. The government should encourage corporate and
middle class farmers as a target for successful implementation of its
program on agriculture. The author concluded that for policy of
agricultural finance strategy to take place, policy issues should
identify the bottleneck and measure that will promote the middle class
and corporate farmer in the country.
Collinson (1972) analyzed farm management economics in traditional
African agriculture. The objective of this book is to guide individual
farmers in the best use of their resources in a manner compatible with
the welfare of the society. The author surveyed the percentage of
qualified personnel in East Africa, using a sample of approximately two
hundred farmers, compared them with the United Kingdom and the extent
to which farmers in both locations absorb modern technology.
-20-
Analysis shows that the supply of manpower is a lot smaller
in African economies, whereas in the United Kingdom there is a graduate
employed official to work with every two hundred farmers. In Africa the
figure is over 1 to 10,000, and it is unlikely to fall before the next
15
century. The supply of different qualities of highly skilled agricul¬
tural manpower helped to improve the United Kingdom's agricultural
economy. This suggests that, for African farmers to adopt modern
technology to improve the agricultural system, the need for extension
services and training to help the individual farmer to better himself
and improve his income is necessary.
Finally, the article concluded that a low number of qualified farm
economists working in traditional African agriculture suggests that
individual professionals will be responsible for areas of agriculture
for the full sequence of investigation, planning, and communication
with extension services.
Stanis (1978) analyzed agricultural research and extension service
in China. The method used was a survey of over one hundred research
institutions that had been established that were relevant to agriculture.
The institutions were responsible to the Chinese Academy of Sciences,
16
which employed over 10,000 people in agricultural research. This
article focused only on the impact of agricultural policy of China's
1 ^
M. P. Collinson, Farm Management: Economics for Peasant in
African Agriculture (New York: Praeger, 1972).
Stanis, "Agricultural Research and Extension Services in
China," World Development, 1978.
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government, e.g. research and extension, and education and training
of rural farmers.
The first scientific research was in 1963, when about 100,000
people received their degrees in agricultural sciences. About five
hundred students studied agriculture in the Soviet Union.Most of
these graduates were allocated to each province to supervise the local
fanners. The ratio by which the allocation was made was one to every
2,000 farmers, and later one to 500 farmers.
The Chinese Academy of Agricultural Science was placed under the
supervision of provinces, with the purpose of making the institution
more responsive to local needs. Each county and commune station has
permanent staff including agrotechnical school graduates, high school
graduates and old-experienced peasants.
The research, centered on the national provincial level, coordination
of commune county level, and research groups of team brigade level, was
significant. The extension system in China developed distinctive
techniques for improving productivity, including fast maturing grains
suitable for multiple-cropping systems, advanced methods of tissue
culture, and methods of utilizing biological processes for plant
protection.
The analysis concluded that no country can copy what China is doing.
China's cultural, historical and economic environment is unique and
distinctive, but China's program can offer the inspiration to experiment





The government has made strenuous efforts to improve the level of
production and productivity of the agricultural sector. One of the
most popular methods is subsidy programs. The types of subsidies
available to Nigerian agricultural production range from subsidies on
inputs to harvesting. In terms of loans, under the Federal Agricultural
Credit Guarantee Scheme, the government sets up a ceiling on interest
chargeable on agricultural loans at six percent interest. The guidelines
are stipulated in the Fourth National Development Plan. Under the plan,
the commercial banks are obliged to grant a minimum of eight percent of
their credit to agriculture production.
Due to lack of trained personnel in the agricultural sector, the
federal government has opened at least two schools of agriculture in each
of the states where efforts are concentrated in training agricultural
science personnel to facilitate the implementation of most of the federal
and state agricultural policies by local farmers. Most of these
institutions are funded on a basis of fifty percent by the federal
government and thirty-five percent by the state government. The guide¬
lines are stipulated in federal and state national development guidelines.
Thus, given these incentives to the farmer, one will expect that total
agricultural output will increase.
CHAPTER III
THEORY
The conventional theory of demand for credit will be used, and
it is defined as transactions demand and portfolio or asset demand for
IQ
credit. The demand for credit transaction purposes is an increasing
function of income and portfolio demand is a decreasing function of
the market rate of interest. The level of real income of a farmer
influences the demand for credit because money is used to make purchases
Thus, it is expected that the higher the level of income of a farmer,
the greater would be the demand for money. The interest rate represents
the opportunity cost of holding such idle cash balances. The quantity
of cash in the public's portfolio (idle cash) is a non-interest earning
asset. The higher the interest, the more costly to hold money than
bonds.
In developing countries, especially Nigeria, interest rates are
not determined by competitive market mechanisms. The government
authorities regulate the interest rate to be paid on loans and deposits.
In Nigeria, government regulation of interest rates consequently results
in an outflow of capital generated from oil. In the case of Nigeria,
^^Ivan C. Johnson and William W. Roberts, Money and Banking: A
Market Oriented Approach, second edition (New York: The Dryden Press,
1985).
^^Asghar Nazzmzadeh, "The Identification of Demand for Money in
Developing Countries: Cases of Iran, Venezuela, and Nigeria," Faculty





the amount of such outflow of oil revenue from the domestic economy due
to institutional regulations is relatively substantial. Clearly, such
conditions are neither conducive to efficient credit management nor
maintenance of relative prices. Lack of credit management and fragmenta
tion of the monetary system is associated with inadequate capital
formation in the Nigerian agricultural sector.
The Nigerian financial institutions are underdeveloped because of
the imperfection of the financial market, different unofficial interest
rates charged by the individual moneylenders to the farmers, and money¬
lenders constituting the major source of credits available for loans.
As one author puts it, the illegality of these practices creates a very
20
risky climate for the moneylenders. The problem of interest rate
dualism such as unofficial and government regulated interest rates
contribute to the massive problem in the agricultural sector.
Objective
The objective of this paper is to show the association between
agricultural credit and agricultural education in total agricultural
output in Nigeria.
Definition of Terms
Loans are defined as the sum of total aggregate federal guaranteed
loans to agriculture within a given period, 1970 to 1980. Agricultural
education is defined as the total sum of all trained manpower in agricul




1) The increase in agricultural credit will increase the total
agricultural output, thereby making the country self-sufficient
in food; and
2) Investment in agricultural education will improve the skill
in modern techniques of production.
Methodology
Linear regression analysis is to be used for testing the hypothesis
about the relationship between a dependent variable and two independent
variables—loans and agricultural education, and for prediction. For
example, if we know the relationship between loans that are available
for agriculture and trained agricultural education for given years, a
knowledge of loans units available will enable us to make a better
prediction of their impact on output. The regression equation may be:
LogY = Total agricultural output;
LogY = bo + b^LogL + b2LogE + e;
bo = Intercept;
LogL = Log of loans;
LogE = Log of education; and
e = Random error term.
The above procedure will be used for analysis. We shall look at
the relation between the two variables and shall make a comparative
analysis of present and past government policies. The inference to be
drawn will be based on the outcome of the analysis and on the examination
of major policy issues in agriculture.
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Constraints of the Model
The study will focus on the financial aspect, mainly loans and
agricultural education. Some aspects, like estimation of production
of particular crops, can be mentioned but will not be included in the
model. Inputs like tractors, fertilizer and others will be discussed.
Marketing and consumption are omitted in the model.
Sources of Data
Loans were obtained from the Central Bank of Nigeria Annual Report
and Statement of Accounts for the year ended December 31, 1970, and the
Central Bank of Nigeria Annual Report and Statement of Accounts for the
year ended December 31, 1980. Agricultural education was obtained from




The linear regression model was used to arrive at the impact of
loans and agricultural education on total agricultural output. The data
used in this regression is a time series covering a ten-year period. The
results indicate that more than ninety percent of increase to the total
agricultural output can be explained by two main variables—loans and
agricultural education (see Table 6 below).
TABLE 6
LINEAR REGRESSION ON THE IMPACT OF LOANS, AGRICULTURAL










Dedress of Freedom 7
Observation 3
Source: Results from the regression analysis on the impact of loans
and agricultural education on total agricultural production.
This regression is a linear regression.
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The coefficient of loans and agricultural education measure
the elasticities of value of output with respect to the outlay on the
corresponding factor of production. The elasticity with respect to
loans is .15 and that of agricultural education is .38.
These elasticities indicate the following result: a one percent
increase in quantity of government guaranteed loans to agriculture,
with education being constant will cause the agricultural output to
increase by .15 percent. If there are greater increases in loans,
the production will also increase. The federal government's policy
should be geared towards removing any obstacle that might affect an
individual farmer's ability to borrow.
While a one percent increase in the quantity of agricultural
education—with loans being held constant--would cause production
increase by .38 percent, and since education is an instrument to
increase the output of a farmer through extension services, govern¬
ment's policy should aim at the establishment of more extension
services since their impact is felt in the output of farmers in the
country.
If there are increases in the share of federal and state alloca¬
tion on agriculture, output will increase. In order to improve output,
the link between the extension service and the small farmer has to be
abridged so that the farmer will understand the use of the loans to
improve the method of farming. The loans guideline has to be simple
so that the functional illiterate will understand the procedure easily.
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There are many ways to increase output of a farmer. Baum, in
his article, observes that accessibility and use of mobile units or
village offices--which will be opened on periodic occasions such as
market days—have also been successful in making contacts with the
farmer. Most articles seem to agree that such a step will bring the
extension workers and farmers together.
In Collinson's article, his investigation describes the existing
system which will allow extension staff to understand the farmer's
priorities and strategies. This provides a basis for communication
between advisers and farmers on the farmer's own terms.
Landrell-Mills concluded that the supervisors of extension
field workers should also attend training sessions in addition to
spending at least eight days every two weeks in the field. At every
level, contact is maintained between field work and research, concen¬
trating the system on making the extension work deal effectively with
farmer's problems.
Similar conclusions were arrived at by different articles, all
by different authors and all centered on either improvement of loans
to farmers or linking farmers with extension and training to teach
the farmers different methods of production.
Although agricultural education and loans are important factors
affecting low productivity in Nigerian agricultural production, there
are others that are not yet mentioned, such as land tenure system.
It is not generally recognized that agricultural productivity may be
dependent as much on the evolution of efficient systems of land tenure
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as upon the development of improved agricultural practice. The relevance
of the land tenure problem to the intensification of agricultural
production is made explicit in most current economic development plans.
In the second five year plan, for instance, particular attention is
drawn to the small and uneconomical size of land holdings and to the
excessive fragmentation of these holdings as being among the chief causes
21
of low yields. A plan to increase yields, therefore, should include
the consolidation of holdings and the elimination of excessive fragmen¬
tation.
Another factor in increasing productivity is the need for fertilizers
—either by manuring or artificial fertilizers (now widely accepted), and
some authorities give this prominence in their analyses of how to
increase agricultural production in the country. This was followed by
government fertilizer programs that were aimed at persuading small
farmers to use fertilizers, and teaching them how to organize fertilizer
distribution and credit systems where necessary. The need is primarily
for advice and instruction about what fertilizers to use and how to use
them in any particular area. Once the farmers have convinced themselves
of the value of fertilizers, they will be all the more willing to try
other modern methods of farming, better varieties, crop protection,
improved cultivation and mechanization.
Another factor that will help to increase productivity is mechani¬
zation. The second and third national development plans have drawn
21
B. W. Hodder, Economic Development in the Tropics, third edition,
printed in Great Britain by Richard Clay (Bungay, Suffolk: The Chaucer
Press Ltd., 1980).
-31-
attention to the value of mechanization as a means of increasing agricul-
tural production in the country. This applies not only to the
extension of agriculture, but also to the intensification of production
in existing areas of agricultural land. This will help in saving labor,
thus gaining time—in particular, land that could not otherwise be
cultivated, as in areas where the soil is too heavy or where weather
conditions allow too little time for hand methods, so land can be
brought under cultivation.
There are other factors that are not mentioned in the regression
that will help in increasing production in agricultural sectors control
of pests, plant diseases and weed control, crop improvements, crop
succession, plan populations and spacing. All these will cause produc¬
tivity to increase.
Implications
The variables investigated here are the effect of loans and
education for a ten-year period in Nigeria's total agricultural production.
The above result obtained was as a result of linear regression on the
two variables—mainly loans and agricultural education. Thus, government
policies should be aimed at increasing these two variables that are
necessary for total agricultural output. An increase in both will cause
the total agricultural output to increase.
Reviewing the results of the regression in the light of government
policy on agriculture for the period 1970 to 1980, if we divide the




third national development plan 1976-1979, we see the second national
development plan, agricultural output, increased at an annual rate of
one percent during these periods, while the value added in agriculture
during the period is estimated to grow at an annual rate of four
23
percent. In comparison to the five-year period of the third national
development plan 1976-1979, not much was achieved during that period.
While the value added to agriculture during the period is also estimated
to grow at an annual rate of 6.5 percent during the period, the total
agricultural production grew at an annual rate of 1.5 percent.This
slow growth rate was as a result of unsuccessful implementation of
various projects and programs such as credit policy, mechanization of
agriculture, extension services policy, and institutional development
policy.
Another reason why government policy was unsuccessful was the
attitudes of the Nigerian farmers towards loan repayment—some farmers
regard agricultural credit as a gift, not as a loan to improve the
method of production, with result that those loans are used for things
other than those for which they are intended.
The figures for 1976 to 1979 show that production of all agricul¬
tural commodities rose by an average of about 1.15 percent. This is
well below the population growth rate estimated at 2.5 percent and by
implication led to heavy reliance on import food items to supplement
^^Fourth National Development Plan 1981-85, pp. 46-47.
24 Ibid., p. 76.
-33-
25
domestic production; thus, put more pressure on the country's scarce
foreign exchange.
Finally, for government to achieve its policy of improving agricul¬
tural output, the policy strategies should be aimed at increasing these
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